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KEY ECONOMIC INDICATORS 


Velues in Million USS 1971-2 0.R.1=$2.60571 
Unless Otherwise Steted 1973-h 0.R.1=$2.8952h 
(per velue) 


cy 1971 1972 1973 1974 
INCCME AND PRODUCTION 
GNP at Current Prices 289.0 331.7 395.8 
Crude 0il Production 29 262 293 296 
(000 b/d) 


MONETARY STATISTICS 


Money Supply 34.9 49.5 72.1 
Money and Quasi-morney 116.7 134.9 


GOVERNMENT FINANCE 


revenues 
Oil Receipts 
Other 
Expenditures 
Current 
Deve lopment 
Surplus or deficit (-) 


TRADE AND BALANCE OF PAYMENTS 


Exports 140.7 165.7 205.9 
Petroleum (139.7) (145.1) (194.0) 
Imports a 105.5 -207.7 -28 oly 
Net surplus or deficit(-) 35.2 -42.0 82.5 
Net Foreign Assets 2u6.3 206.4 16.8 
Gross Official Reserves157.1 164.2 112.9 
Commercial Banks 91.2 2.2 33.9 
Foreign Assets 


Source: Depertment of National Statistics, Government of 
Oman; and the International Bank for Reconstruction 
and Development. 


% 
The oil sector is treated as non-resident due to the 
aveilability of complete date regarding its trensactions. 





SUMMARY 


The Sultanete of Omen has benefitted from recent world 
petroleum price increases, neerly quadrupling her 
government revenue. and export esrnings in 197 over 
1973. A further increase of about 25% is expected in 
1975 as new fields are brought onstream. This windfell, 
despite inflation, hss permitted rapid progress toward 
the government goals of a besic infrastructure, insti- 
tutional development and the beginnings of diversifice- 
tion, accomplished through both public and private 
activities. The country should continue to grow in 
importance as a market for Americsn compenies providing 
development projects, technical assistance and a wide 
variety of goods end services. Strong prospects 
continue for oilfield equipment, heavy construction 
equipment and air conditioning equipment. Trade 
opportunities should grow for transport equipment and 
spares, foodstuffs, appliances, agricultursel equipment, 
medical supplies, building materials and other goods. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Petroleum anc Its Impact 


Petroleum price increases and the assumption of a sixty 
percent perticipating interest in petroleum production 
in the course of 1974 rank as by far the most important 
determinants of the current economic prosperity and 
dynamic growth of the economy of the Sultanate of Oman. 
1974, government revenues, almost entirely derived from 
petroleum, heve nearly quadrupled over 1973 receipts, 
permitting a vastly expunded and accelerated level of 
activity as well as generating sufficient funds to pay 
for all of the participstion shares. Export revenues, 
equslly dependent on oil, have risen to a similar 
extent. The overall level of income and product has 
risen a lesser but nonetheless remarkable amount, in 
pert because slightly more then half of Oman's GNP is 
ettributeble to the petroleum sector, but also because 
of stimulatory effects, notably in construction, trade, 
and government services. 


ks might be expected, such vigorous activity has been 
accompanied by ea high rate of inflation, arising from 
massive injections of capital into a market as yet ill- 
prepared to receive it, supply and demand rigidities, 
and exacerbated by rising world prices for basic com- 
modities, building materials, and machinery, especially 
heavy construction equipment. While data is unavailable, 
most observers posit a price increase rate on the order 
of 25% per annum. An index of basic commodities such 
as rice, flour, and milk products prepared by tne Oman 
Government Department of Statistics rose more than 75% 
in 1973-6 


Rapid revenue increases have not yet resulted in either 
a fiscal or a balance of payments surplus. Income 
increases so far have been absorbed successfully by a 
rising living standard, a large backlog of infrastruc- 
ture and development projects in a country only recently 
embarked on the path to modernization, and the desire 

to enlarge and upgrade the country's defenses, partly 

in response to a simmering guerilla rebellion in the 
southern portion of the country. Current Oman Govern- 
ment planning calls for a fiscal surplus in 1975, with 
revenues of $941 million and expenditures of $835 million. 


The petroleum sector is likely to assume an even larger 





proportion of the national product in the near term. 
Output should increase from its current 296,000 barrels 
per day to a level sufficient to produce an average 
production of 375,000 barrels per day for 1975, i.e. 
about 390-400,000 barrels per day by the end of 1975. 
This increase arises from the development of four new 
fields discovered in 1973, to be brought onstream by 
the completion of an 80-kilomater, 20-inch feeder line 
early in 1975. 


Over the next five years or so, most observers expect 
other modest discoveries, fields in the range of 

30,000 b/d. Two companies new to Oman, headed by 
ELF/ERAP from France and the American Sun Oil Company, 
soon will begin offshore exploratory drilling. Other 
companies are expected to bid on 36,000 square kilometers 
of ceded concession areas in early 1975. If successful, 
these companies will join the country's sole producer 
at present, Petroleum Development (Oman) Ltd., in which 
Shell is the largest private holder. Barring a major 
find, petroleum production will begin to decrease 
somewhere near the end of the decade as older fields 
begin to be depleted. 


One major resource derived from oil production activities, 
associated natural gases, is now being used solely in 
connection with field activities, with a substantial 
portion being flared. Two companies were awarded 
contracts to develop this resource, in joint ventures 
the majority of which will be owned by the Government 

of Oman. Gazocean of France is planning a $00 million 
project to construct a pipeline and an ammonia/urea 
plant, to be used in producing 2,000 tons of fertilizer 
per day. At the same time, Tesoro Petroleum of the 
United States is working on a $100 million project for 
the construction of facilities for the production of 
liquified petroleum gas (LPG). Both agreements also 
provide for marketing these products. Furthermore, 
development of gas resources should permit subsidiary 
utilization of natural gas energy and products in a 
myriad of local applications. Thus the bounty reaped 
from petroleum products will continue to be the backbone 
of the Omani economy far into the foreseeable future. 


Government Programs and Policies 


Using funds derived from the petroleum sector, the 
Government of Oman sees its development policy as 





follows: Improvement of the standard of living of the 
people by creation of a bsesic economic infrastructure, 
creation of public and private institutions for directing 
and sustaining development, and encouragement of income- 
producing projects, particularly those which produce 
exports or replsce imports at competitive costs. 


Creation of an economic infrastructure has to the 
present absorbed the major portion of the government's 
development resources end energye Major projects already 
completed include a 230-kilometer road from the capital 
to the border with the United Arab Emirstes, an inter- 
nstional airport, a port capable of handling at least 
1.5 million tons of cargo se year, 110 schools for more 
then 35,000 students, and e system of 13 hospitals and 
other medicsal fsecilities throughout the Sultanate. A 
90-kilometer rosd from the old interior capital of 

Nizwa to the coast and a telecomnmunications network for 
the northern portion of the country are scheduled for 
completion in early 1975. Projects currently under 
review or in early stages of construction include a 
paved road network connecting the major towns of Sohar, 
Buraimi, Sslaleh, Sur and Muscat, power projects in 
these and other cities, including a power/desalinization 


complex producing 4 million gallons of water a day in 
the cepitel area, an internetionel airport in Salalah, 
ports in Sur and Soher, a general referral hospital, 
and 70 additionel schools. 


In its efforts to create the institutions necessary 
for economic development, the Government of Oman has 
turned to outside sources for assistance, particularly 
the United Nations and the International Bank for 
Reconstruction and Development. Such assistance has 
been arranged in the field of education for the estab- 
lishment of agricultural schools, schools for overage 
students, and a teacher training institute; similar 
assistance has been requested for a health training 
school and a Public Administration Institute. Two 
edvisory teams for agriculture have been appointed, 

as well as groups for port, highway and sirport admin- 
istration, development planning, and the central bank 
scheduled to begin operation April 1, 1975. Individual 
advisers from the U.S., Canada, Europe and throughout 
the Arab world have also been sought to meet pressing 
orgenizational needs while Omanis are being trained to 
occupy their places. 
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£t the ssme time the Government of Omen hes tried tc 
creste a legel fremework for the orderly end favoreble 
development ol privete institutions. Lews for the 
establishment of business enterprises, their registre- 
tion, snd their texation have been enected. The foreign 
Business end Investment Law provides for e minimum 
Omani perticipstion in cspitel and profits depending on 
the type of activity underteken: 66-2/3% in public 
informstion media; 51% in public services, utilities, 
reel estate development and trensportetion; and st 
least 35% in any other type of business. Tariffs heve 
been reduced to 2% or less on 411 items other than 
alcoholic bevereges.e. A banking law estebiishing 
reserve and capitelizstion requirements es well eas 
defining benking activities hes been sedopted, to teke 
effect in April 1975. A labor law aims to protect the 
interests of Omsni workers, while e maritime lsw sets 
stenderds for ship registretion end use oi Omani terri- 
torial waters. All of these laws have come into force 
within the past three years; most have been revised 

or newly enscted in the course of 197h. 


Omen hopes to diversify from its heevy dependence on 
petroleum and its products by creating income-producing 
projects, particulerly in egriculture, msrine resources, 
minerel resources, tourism and the beginning steges of 
industry. Both the public end private sectors sre 
cooperating in these efforts. Already underwey sre 
facilities for the production of terazzo tiles, furni- 
ture, cement blocks, and bevereges. Contréects have 

been awarded for a cement fectory initially producing 
200,000 tons per annum, a flour mill, end a 30,000-ton 
grain storage and bulk handling fecility. Demonstretion 
projects and training facilities have been established 
for fishing, livestock and poultry production, and crop 
improvement, diversification and processing. Feasibility 
studies are underway for production of footwear, glass, 
soap and other items es well as assembly operations. 


For the most part, however, Oman has only begun to 
assess her economic potential. Ths preliminery stages 
of Oman's first population census, in cooperation with 
the United Nations Fund for Population, were undertaken 
in the Fall of 1974. When completed, this census will 
provide not only demographic informstion but also a 
much clearer picture of the economic and social cherac- 
teristics of the country. The first year of important 
surveys of Omsn's scarce water resources has been 
completed, with final reports due by the end of 1975. 
These studies heve been conducted by a number of British, 
Dutch and French companies, coordinated under United 





Netions auspices. 


Preliminary studies of Oman's minerel resources have 
yielded encoursging prospects for the economic produc- 
tior. of copper, indications of potential for sasbestos 
end possibilities for other minerels, especially 
mangsnese and ferrominerels as well as limestone and 
other non-metallic minerals. 


At the seme time Oman's new weslth hes afforded oppor- 
tunities for projects to create a more pleasant environ- 
ment to live in and visit. Badly needed hotel spece 
will be provided by completion of four projects to add 
700 rooms in the capital ares, including two luxury 
hotels, sn Intercontinental and a Gulf hotel. ‘Two 

new 100-KW redio trensmitters have been constructed. 

The first of two color television projects was completed 
in the remarkebly short span of nine months, with the 
second due to come into operation in Sselalah by November 
1975. Both projects include « network of public view- 
ing aress for those uneble to buy their own sets. 

Also, a number of public buildings, including mosques, 

e fountein, and other facilities have been completed. 
Recognizing Omen's rich heritege, severel old buildings 
ere being restored, regulations cortrolling the design 
of new buildings heve been set forth, and Omen's first 
museum has been dediceted. 


The Privste Sector 


Omen's extraordinarily rapid development has been 

grestly essisted by the private sector, both expatriate 
and indigenous companies. Besides providing the con- 
tracting skills, end in many cases management services 
end pert or ell of the cepitel for the projects discussed 
above, the private sector has been perticularly important 
in moving to combat acute shortages in housing and office 
spsece while at the seme time expanding and upgreding 

its own display, maintenance and storege facilities. 


The most significant project so far undertaken by the 
privete sector is Medinet Qsboos, a complete new town 
about ten miles west of the cepitel. When completed, 
this area will heve at least 1,000, 2-5 bedroom units, 
and its own shopping and recreetion facilities. The 
project is a joint venture between W.J.Towell & Co. of 
Omen and the British companies Tsaylor-Woodrow and 
Cementetion, Ltd. 





The service sector is also expanding repidly under 
primarily private initiative. The country is now 
served by more then a dozen benks, with several more 
to open in the neer future. A number of restaursnts, 
insuréence companies, engineering consulting firms, an 
accounting and a legsel office heave opened their doors 
during 1974, providing services all but nonexistent 
before that time. 


IMPLICATIONS FOR THE UNITED STATES 


American enterprise hes been closely associated with 
Oman's growth and development from its beginnings. Oil 
service compsnies, perticularly Williams Brothers 
Internetional and Helliburton, Inc., continue to provide 
their special and sometimes unique expertise to this 
vital sector, most recently in constructing the feeder 
line from the new fields to the main pipeline. 


More recent major American contributors to Omani develop- 
ment have come in the fields of petroleum, agriculture 
and fisheries. Sun Oil and Tesoro Petroleum heve 

already been mentioned. The Houston, Texas-besed firm 

of Marshall Exploration, which holds a 100,000-squsre 
mile concession under joint venture terms with the Omen 
Government, is largely responsible for the copper and 
other metallic minerel findings. FMC Corporstion hes 
established demonstration plots and production facilities 
for detes, fruits and vegetables, livestock and poultry 
in a number of locetions throughout the country. This 
company is also working in conjunction with Del Monte 

and California-besed Mardela International to assess 

the country's marine resources as well as introduce 
modern methods of fish cetching, handling, storage and 
processing. 


Oman is also turning to American technical expertise in 
a growing number of areas. Pan American Airways now 
manages the country's international airport, while its 
subsidiary, Intercontinental Hotels, provides construc- 
tion supervision and will manage what will be the country's 
largest hotel. Three American firms have been selected 
by the UNDP and IBRD to provide assistance to the 
Government of Oman: Marine Buckley Associates, of 
Washington, D.C., in port management; IRI Associates, 
New York, in agriculture; and Louis Berger & Co., of 
Beltsville, Maryland, in highway construction. Tele- 





at 


consult of Washington, D.2. meenwhile has been selected 
by the Oman Government to provide engineering super- 
vision on the construction of a satellite relay station. 


Oman has ettracted growing interest from American 
benking. Alresdy participsting with minority interests 
are First National City Bank, Bank of America, and 

Chase Manhattan. They ere expected to be joined soon 

by Morzen Gueranty, through Bank el Mashrek of Lebanon. 
&£t the same time both Shese Manhattan and First National 
City Bank hope to open wholly-owned subsidisries in the 
neer future. 


While still modest, U.S. merchandise exports to Oman 
have been growing very rapidly. The United States 
Department of Commerce reports that the $10 million in 
goods sent to Oman in the first six months of 197 
equals the amount sent during the entire year of 1973. 
U.S. firms have become mejor suppliers of heavy con- 
struction equipment,oilfield equipment and air condi- 
tioning equipment, while their importance is growing in 
trensport equipment and spares, foodstuffs, and appliances. 
Prospects are improving for Americen suppliers of the 
following goods: egricultureal equipment and supplies, 
medical supplies, building meterials, home furnishings 
and fixtures, snd primary wood-and metal-working equip- 
ment. 


The implications of rapid Omeni development are thus 
cleer: The United States has a great deal to offer to 
Oman, and can benefit from doing so. There sre a 

lerge and growing number of opportunities for companies 
wishing either to participate directly in this develop- 
ment, to provide the expertise necessary for guiding 
it, or to offer the goods and services needed for 
implementing it. 





From the U.S. DEPARTMENT OF COMMERCE, 
Bureau of Economic Analysis 


To estimate the impact of change, you need the just-published 


Input-Output Structure 


of the U.S. Koonomy: (964 


Get the detailed input-output tables for 367 industries from the 
Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402. 


[] Volume 1—Transactions Data for Detailed Industries, $3.25 
C56.109/4:In 7/967 Vol. 1 

C) Volume 2—Direct Requirements for Detailed Industries, $3.15 
C56.109/4:In 7/967 Vol. 2 

C1) Volume 3—Total Requirements for Detailed Industries, $3.15 
C56.109/4:In 7/967 Vol. 3 

Specify the volumes desired and indicate the catalog number and 


major title, Input-Output Structure of the U.S. Economy: 1967. 
Make check payable to the Superintendent of Documents. 











